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SUBPART 5315.4—SOLICITATION AND RECEIPT OF PROPOSALS AND QUOTATIONS

5315.402 General.

(h)(1) Responses received aeault of a proper notice of propossale source contract actishall be handled in the
following manner:

(i) The contractingfficer shall transmit the respondent’s information to the technical persandethalrequest
a written technical assessment of the information submitted;

(i) The contractingofficer shall usethe technical assessmemtd other pertinent information éwaluate the re-
sponse. The contractingfficer's evaluation shall consider su¢hctors as acquisition history, availability @pro-
curement data, contractor capabilities, and the technical assessment;

(iii) The contracting officer shall consult with the local competition advocate; and

(iv) Contractor responses to tlignopsis, technical assessmeats] the contractingfficer's evaluation shall be
included in the contract file.

(2) The contractingfficer shall notify potential offerorghat responded to a proper notice of proposed sole source
contract action of the contracting actions resulting frormtiteee.  Announcements of contract awards 8RB 5.303)
or letters to the responding potentifflerors may be usedThe contractingfficer shall send a letter to each responding
potential offeror in all cases where the estimated contract value is $2 million or greater.

5315.406 Preparing requests for proposals (RFPs) and requests for quotations (RFQs).

5315.406-2 Part —The Schedule.

(a) Section A, Solicitation/contract fornStandard Form 33 or Standard Form 1447 shall be used as the presenibed
whenever a firnoffer is solicitedregardless of thgype ofcontract contemplated, except when it is contemplétatithe
procurement will be consummated by an order or modification to an existing contract or for sole source acquisitions cc
ducted in accordance with FAR 6.302. In such instances, a letter or message request for proposal may be used.

5315.406-5 Part IV—Representations and instructions.

(b) Section L, Instructions, conditions, and notices to offerors or quot#itsen applicable, include the following in this
section:

(1) Cost orpricing data information when required FAR 15.804and FAR 52.215-2 Audit and Records Negotia-
tion.

(2) When industriabecurity verification is required, a statemérdt theofferor mustpossesshe highest degree of
security clearance stated in the DD Form 254, Contract Security Classification Specification.

(3) For major systemspecifythe number ofopies of proposaland themajor segments of proposdlsat offerors
must submit. The number obpies requesteshall be limited to the minimumecessary for source selectiofihe con-
tracting officer shall consideselective use of padenitations for managememind technicaproposals. Page limitations
shall not be imposed for cost proposals.

(4) When the contractingfficer decideghatbetter costealism andnore accurate cost proposals worddult from
time-phasing the proposal submittals, a schethdecalls for submittal ofhe cost proposdive to ten daysfter submit-
tal of the technical/managemembposal(s). In reachintis decision, the contractingfficer should considethe com-
plexity of the program/project and the source selection evaluation schedule.

(5) Source selection information, including the schedule of nsgarce selection events includedtlire source se-
lection plan as required by AFFARS Appendix AA.
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5315.408 Issuing solicitations.

(b) As prescribed in 5315.406-5 (b)(2), insert in Section L a provision substantially the same as the provision at
5352.215-9000, Facility Clearance, in solicitations which contain a DD Form 254, Contract Security ClassHmtifin
cation.

5315.409-90 Solicitation provision.

The contractingfficer may include a provision substantialhe same as the provision at 5352.215-90@tice of Pre-
bid/Pre-proposal Conference, in the reqdestproposal when a pre-proposal conference is contemplated in accordance
with FAR 15.409. Wheraccess to classified documents is contemplaled contractingfficer may include a provision
substantially the same as the basic provision with its Alternate | in the request for proposal.

5315.410 Amendment of solicitations before closing date.

Confirm in writing any amendment to a written request for quotation, by letter, automated format, or teletype.

5315.413-2 Alternate II.
() Agenciesare authorized to releapeoposals outsididne Governmerfor evaluation. The information on advisors in
AFFARS Appendix AA and AFFARS Appendix BB applies whenever advisors are used to evaluate proposals.
SUBPART 5315.5—UNSOLICITED PROPOSALS

5315.506-90 Air Force procedures.

(a) EachMAJCOM, FOA,andDRU shall establish contact poirasdprocedures for receiginddisposition of unsolic-
ited proposals received locally, consistent with the provisions in FAR Subpart 15.5.

(b) The contact point for the receipt and disposition of all unsolicited proposals recetieddat Staff (HQ USAF) and
Secretariat (SAF) is HQ AFMC/PKT, 4375 Chidlaw Road, Suite 6, Wright-Patterson AFB, OH 45433-5006, (513) 257-
8934 or DSN 787-8934. HQ AFMC/PKT will review the proposal contents and determine the proper activity within the Air
Force to evaluate and process the proposal. HQ AFMC/PKT shall acknowledge receipt of unsolicited prajfosatsrd
each one to the processing activity in an expeditious manner.

(c) Unless otherwise directed by SAF/AQEBe cognizant contact point responsifile receiptand disposition of unso-
licited proposals shall provide the Air Force’s response to offerors.
SUBPART 5315.6—SOURCE SELECTION

5315.605 Evaluation factors and subfactors.

5315.605-90 Air Force procedures for Lowest Cost (iee)-Technically Acceptable selections.

(a) Under Lowest Cost (Price)-Technically Acceptable selection procedures, award is thadéféoor with the lowest
evaluated cost (price) which meeatsthe minimum mandatory criteria. This technigloesnot permit tradeffs between
cost (price)and technicaitems/factors/subfactors. Therefateis techniqguenay only be used wheminimum mandatory
criteria and standards can éstablished foall essential technicéems/factors/subfactors (i.e., by establishing “pass/fail”
or “go/no go” thresholds of acceptability for each item/factor/subfactor).

(b) When accomplishing a Lowest Cost (Price)-Technically Acceptable selection, the following procedures apply:

(1) Section M of the solicitation must stateat award will be made to thimwest evaluated cost (pricejfer that
meets all the minimum mandatory criteria in the solicitation;

(2) The technical team must establish the evaluation standards prior to beginning evaluatiooffefsherhis
evaluation plan should contain sufficient detail tqustify a determination of minimumacceptability for each
item/factor/subfactor;
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(3) If it is necessary fothe technical team to prepare clarificati@quests (CRsand eficiency reports (DRs), a
formal competitiverange determination will bissued, discussions conducted wathofferors inthe competitiverange,
as appropriate, and BAFOs requested;

(4) The technical team shall document the rationale evaluatiansfinient detail to explain each pass/fail decision;
and

(5) The contractingfficer will makethe award decisioand ensure allaspects ofhe award decision apFoperly
documented.

5315.611 Best and final offers.

(c)(i)(A) Authority to approve requests for seconduoibseqgentbestand finaloffers (BAFOs) for competitive ne-
gotiated acquisitions using formal source selection procedures is delegtiedH@A except those for 8or, Se-
lected,and Other Programs. eRuests for second or subsequent BAFOs ajoiy Selectedand Other Programs
shall be forwarded to SAF/AQCS for processing to SAF/AQ.

(B) Authority to approve requests for second or subsequent BAFOs for competitive negotiated acquisitions whi
are not formakource selections the HCA. The Senior Center Contracti@fficial (SCCO) is authorized to ap-
prove such requests on Major, Selected, and Other Programs less than $1 million; this authority is not redelegable

(i) The organizationgor which SAF/AQC ighe HCA (see 5301.601-91 (b3hall establish aystem foreporting
anddocumenting additional requests figstand finaloffers in accordanceith DFARS 215.611 (c)(ii)and shall en-
surethat additionatequests for besind finaloffersareused only when necessagdunavoidable in accordance with
DFARS 215.611 (c)(iii).

5315.612 Formal source selection.

Air Force policyand procedures for conducting formal source selectamesinAFFARS Appendix AA, FormalSource
Selection for Major Acquisitiongnd AFFARS Appendix BB, Source Selection ProceduresGtier ThanMajor Acquisi-
tions.

SUBPART 5315.8—PRICE NEGOTIATION
5315.804 Cost or pricing data and information other than cost or pricing data.

5315.804-1 Prohibition on obtaining cost or pricing data.
(b) Standards for exceptions from cost or pricing data requirements.
(1) Adequate price competition
(ii(B) For AFMC activities,the Senior Center Contractif@fficial shall be the approval authority required in
FAR 15.804-1 (b)(2)(ii)(B). Foall otheractivities, the Chief of the Contractii@ffice shall be the approval author-
ity.
(5) Exceptional cases.
(i) The authority towaivethe requirement to obtaoost orpricing data from prime contractors or subcontractors
rests with the Head of the Contractigtivity (HCA) (see 5301.601-91)When theHCA is SAF/AQC, submit waiver

requests to SAF/AQCP. When tRECA isthe AssistanSecretary (Acquisition), waiver requestsall beprocessed
through command, PEO, or DAC channels to SAF/AQCP.

(i) Requests for waiver to certified cashd pricing data shaithclude, in addition to a clear description of the
methods to be used to determthe price reasonable, tf@lowing additional information (when a subcontractor has
refused to provide cost gricing data to a prime contractor, each item of the information requiredcsiall both the
prime contract and subcontract):
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(A) Contracttypeand numberRFP orpurchase request order number, including supplemental agreement num-
ber;

(B) A concise description of supplies or services being purchased;
(C) Any outside influences or time pressures;
(D) Complete company name and location;

(E) If applicable, a complete description of the date(FARL5.804-2) the contractor or subcontractfuses to
submit and the basis for refusal (include all correspondence);

(F) If applicable, nameandtitles of the contractor and/or subcontractor personnel contacigdhe Gvern-
ment personnel making the contact; and

(G) A summary statement of the approval action being requested.
5315.805 Proposal analysis.

5315.805-2 Price analysis.

(d) When a contract action exceeding the simplified acquisition threshold is negotiated based on a commercial catalog or
a price list, the contractingfficer shall obtain aopy ofthe operative portion of the catalog or price istoreagreement
on price. Ifthis is impractical, the contractingfficer shall request the list, d@hat time, andplace it in the contradile
when received.

(e) Base contracting activities shall require the activity that prepared the Government estimate tibsracimwacy and
provide writtenreview resultdeforecontract execution when th@west acceptable cost proposal varies ntloa@ 20 per-
cent from the Government estimate for new negotiated contracts or contract modifications exheesiinglified acquisi-
tion threshold. The contractingfficer shall place in the contrafite a statement of actions takenresolve differences
between the cost proposed and the Government estimate.

5315.805-3 Cost analysis.

Anticipated decrements, or decrement factors, are the histdiffeaknces between vendomhd subcontractors’ pro-
posed priceand the actugbrices negotiated with those vendarsd subcontractors (e.g., the historical average decrement
for a specific vendor othe average decremdot acertaincommodity or commodity group)When performingcost
analysis on materialosts based on quotes or estimates,contractingfficer should consideanticipated decrements, or
decrement factors, that may be achieved by the contractor when the contractor subsequently negotiates the purchase order or
subcontract. If a contractdoesnot include decrement factor information iniitgtial cost orpricing data submission, the
contractingofficer shouldnot rely on a subsequefinding of defectivepricing but shouldspecifically request decrement
factor information to conduct a meaningful analysis (see 5315.806).

5315.805-5 Field pricing support.

(&) Occasionally, DCAA will askhe contractingffice to withdraw its request for fielgbricing support when prime
contract negotiations ammpleted. Howevethe requestor field pricing support should not be withdrawn if the pricing
reviews atthe subcontradevel havenot been completed becauses informationmay be needed to asdiseé prime con-
tractor in negotiating lower subcontraxists. These lower subcontract costs may be passed e tGovernment as sav-
ings under flexibly priced contracts or reflected in lower proposed costs for follow-on contracts.

(c) When materiatostsarebased on quotes or estimatis contractingfficer should requeghe auditor or adminis-
trative contractingpfficer (ACO), asappropriate, toverify that decrement factor informatiofsee 5315.805-3) isurrent,
accurateand complete,andalso determine if proposed decrement factors reflect specific experience with a vendor or an
average decrement forcartaincommaodity or commodity group. For example, if a contractor’s estimataedtarialcosts
is based on a quote obtained from only one vewitbrwhomthe contractor historically negotiated a 20 percent reduction,
it would not be appropriate to use the contractor’'s business-wide decrement factor of 10 percent.
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5315.805-90 Price Analysis and Review Technique for Spares/support equipment (PARTYS).

(a) PARTS is agricing techniquehat provides for review of eadine item in a spare parts or support equipment price
proposal. When a proposal contains multiple line iteand, the contractingfficer determineshat adetailed analysis of
each line item is impractical, the technigiescribed irparagraphb) belowshall beused. Contractor proposals which are
not submitted on a line item basis, or include inappropriate allocation of sgpptat(see FAR 15.81&hall be returned
to the contractor for revision.

(b) Under the PARTS methodology, the contracting officer shall ensure that multiple line item proposals are evaluated
follows:

(1) A detailed cost analysis shall be performed on:

(i) Those items where thgroposedunit priceexceeds 25 percent thfe lowestunit price paidfor the item at any
time within the most recent 12 month period. Theposed prices d@ll items shall beompared to previous prices
paid for that item to accomplish this review; and

(i) High-dollar value items representing a significant portion of total proposal value. High-dollar valushidins
normally have a minimuranit value exceeding the simplified acquisition threshold. M&A may establish lower
dollar thresholds.

(2) Those items not subjected to a detailed cost analysis, as descsbbganagraph (1gbove,shall besubjected to
a value review to determine tifieir prices appear to be faénd reasonable.This review shall involve a subjective as-
sessment of each line item pribased on information obtained from such sources as illustpatesl breakdowns, pic-
tures, drawings, sketches, functional descriptions, descriptions of the labor, matetialhgineeringharacteristics of
the item, and, if possible, a physical inspection of the item. If it appears that the price of avayteat be fair and rea-
sonable, that item shall be subjected to a detailed cost analysis.

(3) A random sample of those items which, on first appearance, are determined to have an appamdntdaon-
able value, shall be selected for a detailed cost analysis by means of random number tables or computer selection rout
Sample size may be determined by judgment based on expesiginebe contractor, reliability of the contractor’s esti-
mating/accounting systems, credibility of proposals, etc., but, in any event, must be statistically represetitativei-of
verse of items.Theremay bdimited instances whegselectivesampling is determined to be more appropriate. If the
contractingofficer makes such determination, the justificatiofor usingselectivesampling shall belocumented in the
contract file. The results of this analysis shall be used to develop a decrement fact@hahibbused in establishing a
negotiation position fothe low-dollar value itemsAny decrement factor developed frohe detailed analysis of sam-
pled low-dollar value itemshallonly be applied to low-dollar value items thrat proposal. Negotiation positions estab-
lished for low-dollar value items on an earlier proposal shall not be used on later proposals.

(c) The combination of the analysi$forts described ithis subsection, plus other appropriate inpstsll beused to
establish the Government negotiation positionall line item prices, awell as for total price. The price negotiation
memorandum shatliscusshe PARTS procedures employed by specifying percentage gfroposed valuand number of
line items subjected to detailed review, criteria for high-dollar/low-dollar value items, and so forth.

5315.806 Subcontract pricing considerations.

5315.806-1 General.

If the contractorefuses to providéhe results of subcontra@viewsand evaluations, or if the contractirafficer deter-
mines that theeviewsandevaluations are so deficient to preclude an adequate anahgévaluation of the contractor’s
proposal, the contractingfficer shall attempt t@ecurethe subcontrageviewsandevaluations and/or elicitorrective ac-
tion. If the contractor persists in refusingpmvide subcontract revievesxd evaluations, the contractirafficer shall as-
sign below normalvalues for managemeand costcriteria under the performance risk factor when using the Weighted
Guidelines Method (see DFARS 215.971) to establish a profit objectiveddition, the contractingfficer should consider
withholding the awardndrefer the matter to managemdat resolution. Contractingfficers should considdaking ac-
tion described ilDFARS 215.811 when a contractor consistently fails to provide adequate subcontract ervikevalua-
tions. If a subcontract represents a significastrisk to the Government, the contractioificer should consider: (1) di-
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recting the contractor to definitize the subcontract prior to completion of prime contract negotiations; or (2) conducting a
joint Government/contractor team analysis of the subcontract proposal.

5315.807 Prenegotiation objectives.

(a) Before meeting with an offeror to discuss any substantive issues related to a proposed new contract or modification to
an existing contract which is significant to the using organization or progffao®, the Air Force negotiating team should
first meet to ensure that they fully understand the proposal and have identified areas for discussion.

(b) For contract actionsubject tathe Air Force clearance process (see Subpart 5301.90), negotibjgmtivesshall be
documented in accordance with 5301.9008. Akeb301.9010 regarding the needuidef the business clearance approv-
ing andreviewing authorities on negotiatiaijectives. For contract actions nsubject tothe Subpart 5301.90 clearance
process, each MAJCORhall establistprocedures for briefing negotiatiaibjectives tananagement or otherwise provid-
ing for managementeview of objectives beforeegotiations begin. Consider briefings when: (1) a contract represents
significantcost forthe contractingffice; (2) a newcontractfollows a contract(s) where a contractor's performance has
been unsatisfactory or items acquired have perfopoedy and requireanodificationandretrofit; (3) a new contract sub-
stantially increases a contractodenualsalesand production volume; or (4) costs substantially excted original esti-
mate.

5315.808 Price negotiation emorandum.

(&) The contractingfficer shall ensureahat all copies ofthe price negotiation memorandum (PNM) are marked “FOR
OFFICIAL USE ONLY.” Distribution ofthe PNM shall occur only after formal awardnd contract distribution. Each
contracting activityshall establish aystemwhich will ensurethat copies of PNMare provided in a timelymanner to all
required recipients.

(7) EachPNM shall address whether similgoods or services have bgaurchased in the paahd shallddress the
cause of any substantial price differebetweerthe previously purchaseitem (if any)and the currentem. For exam-
ple, if a quantity change caused the price to increase, explain the reasons for that increase.

5315.810 Should-cost analysis.
(a) The contracting office organizes and manages the effort.

(b) HQ AFMC shall establish dollar thresholftsr mandatory application of should-cost on noncompetitive production
contracts. The authority establisheduaive mandatorgpplication is notlelegable. Should-cost techniques may also be
applied to contractbelowthe mandatory dollar thresholds when the contradadffige determinedhat significantsavings
can beachieved in comparison to thesources applied tie should-cost. Should-cost analysis should be applied early in
the acquisitiorcycle, preferablyhe first productioneven ifthe firstbuy doesnot exceedthe thresholds. Early incorpora-
tion of should-cost recommendations by the contractor will maximize progeaefits as sufficient follow-orequirements
allow investments and implementation cost to be amortized.

(7) The contractingoffice will seek inputs and participation of th®efenseContract Management Command
(DCMCQ) in theinitial planningfor any should-cost review involving DCMC. Should-cost reviews norraadlycon-
ducted on a plant-wide basi®rior to performing a reviewhe contractingctivity shall studythe documentation of all
should-cost analysiand othereviews such as Production ReadinBsviews,Manufacturing Management/Production
Capability ReviewsContractor Purchasin§ystem ReviewsContractorEmployee Compensation Systdédaviews, and
Independent Cost Analysis (ICAs) conductedtan contractor within the lastvo years. The team shouldeviewall lo-
gistics considerations, including spare parts requirements.

(e) A formal should-cost report is require@he team chief is responsilfte its completion. The report shall contain a
complete analysis of the contractor proposal and serve to establish the Government’s negigtatioe. The report shall
document improvements to be made by the contrastdinclude a lessons learned sectiohhe PNM shall discuss any
recommendations contained in the should-cost report. The formal should-cost report and tbleal? M submitted to the
MAJCOM should-cost focgboint within 45daysafter completion of negotiations. The cogniz&AJCOM should-cost
focal point shall be the repository for should-cost data.
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5315.873 Estimated data prices.

(&) Except as authorized in paragragisand(c) below,when data are required to Helivered under a contract, the
solicitation shall include priced line itenfer that data. At a minimunthose line items shafirovide for separate prices
for each major category dhta to balelivered. Examples of major categorieslafa include technical orders, engineering
data, and management data. When data to be delivered include acquisition data (dateevidgicty required tallow for
the acquisition of an item on@mpetitive basis}he solicitation shall require separate identification of the prid¢haif
data, including data rights necessary for the use of that data for the intended purpose.

(b) Not separately pricedata line items (data line itenfigr which no separate price is established, with resulthat
the prices for those line items are included in the price of hardware or other priced line itenmm)lgtlused in a solici-
tation or contract when the contractiofficer specifically determinehat it would not be practical to separately price those
items. Such determination shall &eproved at a levédligher than theontractingofficer. The basidor the contracting
officer determination shall be documented in the contract file.

(c) Separate line item prices are not required infolewing situationsand, thus, the determination aagproval re-
quirements of paragraph (b) above do not apply:

(1) Research or exploratory development contracts when reports (listed @D Form 1423) are thanly deliver-
able items under the contract.

(2) Contracts for the acquisition of commercial items as defined in FAR 2.101.

(3) Solicitationsandcontracts when thle is documented to shothatadequate price competition is anticipated or
obtained.

(d) In accordance with Chapter 9.5 of the ArngstvicesPricing Manual (ASPM)cost proposatiata provided to sup-
port proposed prices fatata should be analyzed using thesr-and-abovericing concept. When large numbers of data
items are to be analyzed, the contractifficer should considensing sampling techniques similar to thaseed for the
analysis of spare parts proposals

5315.890 Formula Pricing Agreements (FPA).

5315.890-1 Description.

(a) Formula Pricing Agreements (FPAs), sometimes referred to as gadsepricing agreements, are any pricing
agreements with a contractor that:

(1) Establish the pricing methodology for more than one future contract action;
(2) Identify the category(s) of purchases to be covered (e.g., F-100 replenishment spares); and
(3) Specifythe direct cost inputs and the rates and/or factors to be applied to identified bases plus profit or fee.

(b) FPAs differ from Forwar@ricing Rate Agreemen{&PRAS) inthat anFPRA is usualljimited to an agreement on
individual rates or factors (including Cost Estimating Relationships (CERS)), applies to itespeaified inthe agree-
ment, and is required to be used by all buying activities.

5315.890-2 Policy.

(a) Establish FPAs when needed to reduce administratistsandlead times associated with negotiation of large num-
bers of contract actions for items that can be identified or described in the agreement.

(b) Only establish FPAs with contractareder Government in-plant contract administration cognizamck having a
resident DCAA auditor. (This requirement may be waived by the HCA.)

(c) FPAsanticipating individual acquisitionthat will exceedthe thresholdor certified cosand pricing data must be
approved by thélCA and shallestablish a maximum dollar amount for any acquisition priced dbadg-PA. Any indi-
vidual proposathatexceedshe thresholdor certified cosand pricing data mustsethe SF 1415nd becertified accord-

ingly.
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5315.890-3 FPA requirements.

All FPAs shall:

(a) Be in writing and signed by the contracting officer;

(b) Cover no cost elements that would require discrete estimating and analysis (e.g., direct labor and material costs);

(c) Identifyall rates andactorsthat are a part of the FPA. APA may reference an FPRA(s)lasg as it prescribes
the effect and treatment of any changes in the FPRA,

(d) Establish termandconditions covering application of the agreement, its expiration datlgny data requirements
for systematic monitoring (e.g., provisions for review of actual cost data) to ensure its continuing validity;

(e) Provide for cancellation at the option of either party;

() Require the contractor to notify the contracting officer and the cognizant contract auditor of any significant change in
its estimating/accounting system or the cost or pricing data and describe the impact on the FPA;

(g) Require the contractor to identify in each specific pricing proposal where the agreement is used:
(1) The FPA and the date of the latest certification of cost or pricing data supporting it; and
(2) Any items in the proposal that are not priced under the agreement;

(h) Provide that:

(1) The FPA mayot be used ithe contractor’'s purchasing, estimating, or accourgystemaredisapproved by the
Government; and

(2) The contractingpfficer, or designated representative, may perform detailed cost or price analysisdom
samples of proposed items and/or items that have unit prices that are significantly higher than previous buys;

(i) Be supported by certified cost or pricing data (see FAR 15.804) and a signed certificate ofcostrergiricing data
that is submitted when agreement on the FPA is reached (and annually thereafter);

() Provide that contractual documents for items priced using the FPA, include:
(1) The statement at FAR 52.215-22, Price Reduction for Defective Cost or Pricing Data; and
(2) A clause incorporating the FPA by reference;

and

(k) Be based on gricing methodologythat ensuredhat unitprices are in proportion to the itemisse cost (see FAR
15.812) and that prices may be adjusted, if it is found that:

(1) Cost or pricing data supporting the FPA was not accurate, current, or complete;
(2) The contractor failed to comply with 5315.890-2 (c); or

(3) The price was developed through incorrect application of the FPA.

5315.890-4 Responsibilities.

(a) EachMAJCOM using FPAs shall:
(1) Establish appropriate approval levels for FPASs;
(2) Maintain a list of FPAs that identifies each company and the group of items covered under each FPA;
(3) Conduct periodic reviews of FPAs and contract actions priced using FPAs; and

(4) Establish agreements with appropriate contract administreffices to providdield pricing support, negotiation
support, and administrative support of Air Force FPAs.

(b) Contracting officers shall:
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(1) Negotiate FPAs in compliance withe requirements in 5315.890-2. Thesponsibility may be delegated to the
ACO;

(2) Obtain field pricing support, including contract audit and technical reviews, in the evaluation of FPAS;
(3) Prepare a price negotiation memorandum covering the pricing factors used in each FPA;
(4) Request CAO participation in negotiations;

(5) Semi-annually request (through the ACO) ENeAA resident auditor to determinettie contractor isomplying
with the FPA procedures;

(6) Annuallyreview each FPA to determinis validity by evaluating recordembstdata, andenegotiate th&PA if
appropriate;

(7) Determine theffectchanged conditionmay have on an FPA'’s validity. Cancel an FPA wappropriate and
notify all interested parties;

(8) Not use a canceled FPA,;

(9) At a minimum,conduct thdollowing evaluation of each proposahder an FPA, in order to ensuhat the FPA
applies to the itemsnd todetermine the reasonableness of disareginputs andany non-covered costs (e.ganre-
curring costs);

(10) Compare proposed prices wighor prices, Government estimates)d PRestimates to ensure reasonableness.
Use of an FPA does not relieve the contracting officer of the responsibility to ensure that the price is fair and reasonabl

(11) Conduct detailed cost analysis mmdom samples gfroposed itemand/or itemghat haveunit pricesthat are
significantly higher than previous buys; and

(12) Ensure that individual contract actions priced using the FPA comply with the terms of the FPA.

5315.890-5 FPAs negotiated by other DOD agencies.
Air Force activities may use FPAs of other agencies only if they comply with 5315.890-2.

5315.891 Follow-up on contract audit reports.

5315.891-1 General.

(a) Thissection constitutedir Force implementation of DOD Directive 7640Plicy for Follow-up orContract Audit
Reports, dated 12 Feb 1988, as revised on 16 Aug 1995, which establishes certain responsibilities, reporting requireme
andfollow-up procedures for contract audit reports issued by the Defense Contract Audit Agency (DCAA).

(b) The contractingfficer is responsible fareaching agreement with the contractmmgd haswide latitudeanddiscre-
tion in that regard.Accordingly, theAir Force contracaudit follow-up system istructured in consonance with the inde-
pendent, decision-making role of the contracting officer and the financial advisory role of the contract auditor.

(c) Contractingofficersshall give full consideration to contraaeudit adviceand shallpursue timelyand proper resolu-
tion anddisposition of contract audit reports. Resolution of contract audit reports tledmgreaward reports, is required
within six months of report issuance by OMB Circular A-50. Disposition should take place as soon as possible after resco
tion.

5315.891-2 Definitions.

“Adverse opinion report” means audit report containing thgpecific statemerthat thecontractor’'s proposal is not ac-
ceptable as a basis for negotiation of a price.

“Closedaudit report” means an audit reptiat hasbeen disposed of e contractingfficer and closed for follow-up
tracking purposes. (See the definition for “Disposition of contract audit reports.”)
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“Contract audit report” means the contract auditor’'s written advice to a contrafficey advocating specific action on the
part of the contractingfficer or contractoand/or including highly qualified cadverse opinion information. An audit re-
port could include amounts questioned or disapproved, exceptions to a contsystins or operations (usually expressed
in terms ofcost avoidance), recommended price adjustments, or notification of a contractor's noncomytlacost ac-
counting standards. Contract audit reports will include Contractor Insurance/Pension Reviews §8lieR$)yi DLA.

“Costs questioned” means:

(&) The amount questioned in the audit reploait the reporting contractingfficer orauditor has the responsibility and
authority to disposition. Audit reports on final indireosstrates (overhead) witlypically have costs questioneglating to
corporate allocationandcosts questioneetlating to divisional expenses. The divisional administrative contractiicgr
(ACO) should reporonly the amount questioned pertaining to divisiomgdenses which he or she is responsible for nego-
tiating, and theorporate ACO should report tkests questioned #te corporatéevel which he or she is responsible for
negotiating. Each contractimgficer shouldreport the total amount questionsgbject to negotiatioat that level regard-
less of contract mix or percentage of commercial business;

(b) All costs set aside as “unsupported,” qualifeaalj/oradverse opinion amounts, unless such amaanetslisclaimed
by the auditobecause of requested assigtlits or need for technical evaluation. Such amoangtsnot to be reported by
the contracting officer until the assist audit and/or technical evaluation is incorporated by a supplemental report. At time of
receipt, the amount questioned and the report date shall be revised for correction in the next semi-annual report;

(c) Costs monetized as a result of a technical evaluation that are incorporated into the audit report; and
(d) For cost accounting standards cost impact audits, report the total amount of the cost impact estimated by the auditor.

“Costs questioned sustained” means that portion ofdbts questioned lifie auditor which is upheld as a result of actions
taken by either the contractor or the contracting officer.

“Disclaimed opinion report” means any audit denyinghkdity of a proposal whethe scope ofauditwas so restricted
that an audit opinion cannot be justified.

“Disposition of contract audit reports” occurs when:
(a) The contractor implements the audit recommendations or the contracting officer’'s decision;
(b) The contracting officer negotiates a settlement with the contractor and a contractual document has been executed;

(c) The contractingfficer issues dinal decision pursuant to th®fsputes” clausand 90days elapse withowontrac-
tor appeal to the Arme8ervices Board of Contract AppeésSBCA). Shouldthe contractor appeal to the U.S. Court of
Federal Claims within the 12 months after final decisibe,audit report must be reinstated as an open report in litigation;

(d) A decisionhasbeen rendered on an appeal madtéASBCA or U.S. Court of Feder&laims andany corrective
actions directed by the Board or Court have been completed and a contractual document has been executed,;

(e) Audit reports have been superseded by, or incorporated into, a subsequent report; or

(H Any corrective actions deemed necessarthbycontractingfficer have beetaken, so that no furtherctions can be
reasonably anticipated.

In addition, divisional overhead audit reports may be considered dispositioned when the contracting officer has negotiated
all local issues witlthe contractoand a writteragreement detailing the results of the negotiationdbeas signed by both
the contractingofficer and thecontractor,and distribution hasbeen made to DCAA. A cost accountisiandards non-
compliance reponnay be dispositioned whehe audit report on the relatedstimpact statement is received the con-
tracting officer.

“Highly qualified opinion report” means audit report whichtypically indicates asignificant inadequacy in theost or
pricing data, denial ddiccess to records, or noncompliamdgh cost accountingtandards or acquisition regulations. For
the purpose ofollow-up coveragainderDOD Directive 7640.2the audit report mustpecifically statghat theresults of
audit arehighly qualified. (Italics added for emphasis.)

“Litigation” means:
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(&) An audit report is considered to be involved in litigation any time an appeal has been fildkeWBBCA, the U.S.
Court of Federal Claims, or with any other Federal or state court concerning matters dealingpeétiifia contractor
identified in the report; or

(b) An audit report is considered to be involved in litigation whenéwer Government appeals a decision of the
ASBCA, the U.S. Court of Federal Claims, or any other court, or there is other ongoing judiciattztibas bearing on
matters or issues identified in the report.

“Open audit report” means an audit report that has not been dispositioned.

“Original audit report date” means the date of the original audit repatfirst identified any issu¢hat is stillopen and
included in a superseding or supplemental audit report.

“Overage audit report” means an audit repbat has nobeen dispositionednd isover 12months old (from date of issu-
ance) on the closing date of the semi-annual reporting periods ending 31 Mar and 30 Sep.

“Reports involved in investigation” means an audit report that is considered to be involved in an investigation when defert
of resolution or disposition action has been requested by an investigative agency of the U.S. Government.

“Resolution” means:

() For reportable audits, the point at which the auditat the contractingfficer agree orthe action to be taken on
audit report findings andecommendations/qualifications, or, in the event of disagreement, when the coniéaterg
determines a course of action after following MAJCOM/local contracting activity prenegotiation documentdtieview
procedures;

(b) In thecase of auditor determindihal indirectcostrates, resolution is achieved when an agreement is reached be-
tweenthe auditor and theontractor, or when an agreement cannot be reached, a decision is rendered by the cogniza
ACO after obtaining additional review, if required; or

(c) For preaward audits, the point at which an agreement is reached, a proposed negbjgatioa is modifiealuring
review, a contract price is negotiated, or the proposed award is canceled, whichever occurs first; and

(d) In all of the above cases, resolution must be supported by specific written documentation in the file.

5315.891-3 Responsibilities.

(a) TheDeputyAssistant Secretary (Contracting), SAF/AQCthe designated contract auftitow-up official respon-
sible for managing the Air Force’s contract addilow-up program.

(b) MAJCOM Directors of @Gntracting shall:
(1) Designate a contract audit follow-up focal point to manage the command’s contract audit follow-up program;

(2) Establish procedures to monitmdensure the propetimely resolutionanddisposition of contract audit reports
within their commands;

(3) Establish procedures fohe maintenance of up-to-date recordsabreportable contract audits, from receipt
through disposition. For open reports, this includes writtdastone plans comprised, asninimum, of target dates for
resolution and disposition;

(4) Establish procedures withtheir commands to ensutieat therewill be appropriateeview of prenegotiation ob-
jectives (forthe proposed disposition of both preawanad postaward contract audit reports) which are significantly dif-
ferent from the DCAA audit recommendations;

(5) Ensure thaacquisition personnel in their commands adequatelyrained in the utilization of contract audit re-
ports and the requirements of the contract dotlitw-up program;

(6) Ensure thaperformance appraisals of appropriate acquisiificials reflecttheir effectiveness in resolving and
disposing of audit findings and recommendations in a timely manner, while fully protecting the Government’s interest;
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(7) Establish procedures to ensure that the MAJCOM'’s semi-annual contradblosiHup status report submission
is prepared in accordance with 5315.891-5; and

(8) Direct periodic evaluations of the commands’ contract daliitv-up systems tadetermine whether theare ade-
guate and result in timely, appropriate resolution, and disposition of audit reports.

(c) The following is for information purposes only and is not directive. DOD Directive 7640.2 requires DCAA to:

(1) Provide timelyandcomplete responses to any contractiffgcer or review official who requests factual informa-
tion or further audit opinions regarding the audit issues under review;

(2) Provide timelyandcomplete support tthe DOD/IG or to anynternal audit organizatioreviewing a DOD com-
ponent’s contract audibllow-up system, in accordance with DOD Instruction 7600.2;

(3) Use feedback provided by contracting officials, including final disposatiminegotiation memoranda, to analyze
and improve audit procedures and practices;

(4) Identify those contract audit reports whiate reportable und®&OD Directive 7640.2 tthe cognizant DOD
Component (SAF/AQCP) in a monthly electronichardcopyreport. The report shall include thetivity address num-
bers (see DFARS Appendix G) code for each repsueid; and

(5) Forwardall audit reports on auditor-determined final, indireastrates to the cognizant ACfor resolution and
disposition when agreement cannot be reached with the contractor.

(d) Thefollowing is for information purposesnly and is nodirective. DOD Directive 7640.2 requires DLA to identify
to the DOD Component those CIPRs that are reportable.

5315.891-4 Tracking of contract audit reports.

(a) Contracting activities shall track all contract audit reports, but only need to report those audits specified in 5315.891-
5 (b). For the nonreportable contract audiecified in 5315.891-5 (cjracking may be accomplishagsing records
maintained in official contract files.

(b) EveryAir Force contractingffice shall appoint a contract auddllow-up focalpoint. The designatefibcal point
shall maintain dog ofall reportable contract audit reporeceived bythe activity for whichthat activity hasdisposition
responsibilityand shall track and report te&atus of the reportable contract audit reports from the date of receipt through
final disposition. The designatddcal point shall maintain this information on a currdmatsisand shalensurethat the
information is adequate to servethe source document fadhe semi-annual contract autbtiow-up status reports. Audit
reports shall be dropped from the tracking system in the reporting period following closure.

(c) The audit tracking information shall be accumulaaed maintainedentrally at a level nbigher than theAFMC
direct reporting unitand atcommand headquarters falt otherMAJCOMSs. The activity shall update this information at
least monthly. For auditor-determined final, indirect cost rate reports, a report is considered recé&ledfop tracking
purposes when it is forwarded by the auditor to the cognizant ACO for resolution and disposition.

5315.891-5 Reporting of contract audit reports.

(a) Although DCAA will identify reportable contract auditbe procurement or contract administrataffice having
resolution/disposition responsibility is ultimately responsible for reporting all audits meeting the criterfaedibatbw.

(b) Reportable auditinclude:

(1) Those containing findingand recommendations, whether or not the findings are qualified, covering estimating
system surveysgiccountingandrelated internal contragdystem reviews, defectiaricing reviews, cost accounting stan-
dards (CAS) issues, and CAS cost impact settlement reviews;

(2) Those covering operatiomsviews,incurredcostsincluding final, indirectcost rates or auditor-determinédal,
indirect cost rates referred to the ACO for final decision, fin@ing submissions, termination settlement proposals, and
claims, if reported costs or rates questioned or qualified equal $100,000 or more; and
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(3) Those CIPR reports identifying instances of contractor noncompliance with &WSallCIPR reports with
guestioned or qualified costs of $100,000 or more.

(c) Nonreportable audits Reports covering preaward proposals; forward pricing labor, overhead, and other advance rat
proposals; progress payments; preaward surveys; proposalsafoge orders or modifications; assist auditg] closing
statements are not to be reported. Audit reports containing reportable findohggcommendations are not to be treated
as reportable audits; however, if deemed approptia¢econtractingfficer shouldask DCAA to issue a separate audit re-
port addressing the reportalidsues in detail. Alsdhefollowing audit reports are not reportable: reports contaioiry
positive findings and recommendations, such as those recommending that a contractor’s proposed cost accounting stanc
change be approved; amterim report thatvill be incorporated into a future repoand final indirectostaudits that are
auditor determined, if the auditor is successful in reaching an agreement on the rate(s) with the contractor.

(d)(1) Each MAJCOM shall prepare semi-annual status reports, using the formats for open and closed audits showr
Attachments 5315-and 5315-2. The reports shall cover the semi-annual periods ending 31 Mar anchd Skall be
submitted to SAF/AQCWMithin 15 calendadaysafter the end of the period. Items shallremoved fromthe tracking
and reporting system in the period following that in which they appeared on the status report as being closed.

(2) If there are no audits, a negative report will be prepared and forwarded.
(e) The required semi-annual MAJCOM status report submissions shall provide the following data:

(1) For open reports.The report number, report date, contractor naype, ofaudit, costs questioned or cost avoid-
ance, date of request by an investigative agency for deferral of action on a report (when appglieBhla)docket num-
ber or U.S. Court of Federal Claims case number when litigation involves matters identifiedéport (whether the re-
port is resolved or unresolved), resolution date or resoltéiayet date, disposition target daséad reportingactivity.
For superseding audits, also include the date of the original audit report that first identified attyaissustillopen and
included in the superseding or supplemental audit report.

(2) For reports closed durinthe reporting period. The report number, report date, contractor naype, ofaudit,
date of disposition, costs questioned or potential cost avoidance, costs questioned or cost avoidanceasdstpoet,
ing activity. Costs questionexhdsustained shall be reported as zero when a report is superseded, replaced, or incorp
rated into a new report. In such caghs, Date of Disposition column showdbdowthe new report number with its date
of issuance. For closed defectiwgcing audits, theosts questionethat arereported shall be reduced by the amount of
any offsets proposed by the contractor which have been audited and accepted in writing by DCAA.

() Initial target datedor resolutionand disposition shall be within six months twelve months,respectively, of the
audit report issuance date. These target dates shaVised, as required, but in no evehall such target dates hadt
unchanged if they are past-dated on the cut-off date @uttient semi-annual status report.

(g) The MAJCOM status report submissioskall denote the reportingctivity for each audit listed, usinfpe corre-
sponding six digit activity addresedelisted in DFARSAppendix G. Activities not assigned a numbball report by or-
ganization ancdddress. MAJCOMasing an automated reportisgstem may satisfthis requirement by using their own
location codes, as long as an explanation is furnished with the submission.

(h) TheMAJCOM status report submissiosball identify the type ofaudit using thdollowing codes (MAJCOMs re-
porting via an automatesl/stem may also satisfljis requirement by using theswn codes foaudittype, provided an ex-
planation is furnished with the submission):

Code Type of Audit
A Estimating System Survey
B Accounting and Related Internal Cont&ystem Reviews
C* Claims
D Defective Pricing Review
E Cost Accounting Standards Noncompliance and Cost Impact Staterv@aw®Re
F* Operations Audit
G* Incurred Costs and Settlement of Final Indirect Cost Rates
H* Contractor Insurance/Pension Reviews
[* Final Pricing
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J* Terminations
* Reported costs, rates questioned, or reported CAS noncompliances must equal $100,000 or more.

(i) MAJCOMSs shall makeevery possible effort tensure thecompletenesand accuracy otheir semi-annuasubmis-
sions, including verification againsteir prior status repogubmissiongnd thecontrol logs of reportable audits issued by
DCAA. In particular, theMAJCOM shall place special emphasis on confirming the repogauogiracy of anaudit listed
as unresolvedndover sixmonths old. SAF/AQCRhall accumulate thMIAJCOM reportsand submit theconsolidated
Air Force report tahe Deputy Assistant Secretary (Contracting), SAF/AQC, for signaturé transmittal to thBOD/IG
within 30 calendar days after the end of the reporting period.

() Contracting activities oMAJCOMSs which discover inaccurate or incompldtta in their semi-annual reports shall
submit corrected data through channels to SAF/AQCP as soon as possible.

(k) The Status Report on Specified Contract Audit Reports has been assigned Report Control Symbol DD-IG(SA) 1580.

5315.891-6 Resolution of contract audit reports.

(a) Contractingofficersshall makeevery possible effort to resoled! reportable contract audits within six months of is-
suance.

(b) MAJCOM/local contracting activity procedursisall provide for documentatioand independemeview of proposed
prenegotiation objectives (for the disposition of both preawadpostaward contract audits) which are significadtffer-
ent from theDCAA audit recommendations. For most contract autliis, contractingfficer should obtain contractor
commentsandsuch technical advice as deemed necespany, to formulating a prenegotiation position. The contracting
officer shall share this additional information with the auditor, as appropriate. If additionaéHodits requiredbecause
of data presented by the contractor, the contradiffiger shall promptly request such a review. (DCAA is required by
DOD Directive 7640.2 to give priority to providirtis necessary additionaludit support.) If no additional audiffort is
deemed necessamhe contractingfficer shall communicate with the auditor on thposed disposition dhe case, as
necessary, to reachfally informed decision. Irdocumenting the prenegotiation position, the contraabifiger should
indicate whether the audit recommendatiose acceptedr, if not, whether the auditor hesvised them. Ithe auditor
agreeghat areduction in the applicableosts questioned appropriate, the contractirajficer shallreduce theosts ques-
tioned amount being reported for that audit accordingly. Whertontractingfficer disagreewvith the audit position, the
contractingofficer’'s prenegotiation documentation should include the ratioftalenot acceptinghe auditadvice. The
postnegotiation documentation should include a summary of the field pricing report recommerzaatitmseasons for
any pertinent variances from those recommendations.

(c) For auditor determined indirect cost rates, the auditor will seek agreement with the contractor upon completion of the
audit. If agreement is reached, the contraatat auditowill execute a writterunderstanding setting forth the final rates.
If agreement is not reached, the auditor will issue a noticesté suspendexthd/or disapprovedndadvisethe contractor
of its right tosubmit a claim to the AC@r any disapproved costs. tHe contractor submits a writtebjection to the
ACO, the ACOmay communicatéurther with the contractor in order to reach an agreement. If the ACO agrees with the
audit recommendations, the ACO shallue a final decision. If the ACO disagrees with the audit recommendations, the
ACO shall comply with MAJCOM/local contracting activity procedures for documentation and review prior to disposition.

5315.891-7 Disposition of contract audit reports.

(a) Reportable contract audits should normally be disposedtiih 12 months after issuance. Overaged audit reports
shall receive heightened management attention including, if necessary, the assignment of additional resources.

(b) Explicit and timely documentation and feedback on the final disposition of audit reports are essential. Therefore, the
contractingofficer shall promptly prepare a memorandum covering the dispositia@il o&ports. The memorandum shall
discussthe disposition o&ll recommendationand questioned/qualified amounts, including the underlying rationale for
such dispositions. The contractiofficer shall provide acopy ofthe memorandum to the cognizant contract authitfore
a report may be closed.

(c) Existing documentation, such as a price negotiation memorandum or a written overhead negotiation memorandum,
should be used, when applicable, to meet the requireme(ity above. Foall otherdispositions, the contractirafficer
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shall prepare a similar documedat feedback purposes. Bosurethat the finaldisposition ofall audit reports iproperly
accounted for, the contractimdficer shall notify the cognizanDCAA office in writing of the cancellation of any acquisi-
tion action or of any unsuccessful offerors not receiving award of the contract or grant for which an audit report was issue

5315.891-8 Recovery of funds.

Policiesregarding thesollection of contract deb&re contained iFAR Subpart 32.6.Any amount due the Government
as a result of a contract audit is to be determined by the contraffioey either negotiating a settlement with the contrac-
tor or issuing a unilateral decision when negotiationsuaseiccessful. Upon completioneither action, the contracting
officer shall make a prompt written demafwd payment, citinghe amount due, with eopy ofthe demand lettgurovided
to the payment office cited in the contract. (In accordanceR#itk 32.610 (b), unless the contraceiscluded pursuant to
FAR 32.617, or the contradtebthasbeen exempted from interest chargesleragency procedurethe demand should
include notificationthat any amounts not paid within 30 calendays fromthe date of the demand will accrue interest
from the date of the demand, or from any earlier dpéeified inthe contract.FAR 32.610 (b) also statébat the interest
rate on thesdebtsshall be the rate established by Secretary of Treasury, féhe periodsaffected,underPublic Law 92-

41. In the case of a debt arising from a price reduction for defective pricing or a CAS noncompliance, interest will contint
to accrue from the date of tlwerpayment byhe Governmenintil repayment by the contractor at the rate established by
the Secretary of the Treasury, for the periods affected, pursuant to 26 U.S.C. 6621 (alfRR(32&610 (b)). Irall cases,
interest andpenalties should not be included in bottom-Isedtlements, but should be separately identifiachugh a
specified date, for comptroller officials. In accordance with subsection BE8agiter 33 oDOD 7220.9-M, when man-
agement determingbat resources should be recovefeam a defense contractand the contractingfficer issues a de-
mandfor payment, a receivabhall be recordedndcollection action initiated asoon as possible. Also, in accordance
with paragraph E.3.a of Chapter 33 of DOD 7220.%Minterest angbenalties assessed on contract detdsto be identi-

fied separately and deposited directly to the U.S. Treasury.)

5315.891-9 Coordination with other agencies.
The cognizant contracting office responsible for acting on contract audit répatré$fect contracts ofther Government
agencies shall inform the affected organizations of such actions.

5315.891-10 Contract audit follow-up for GAO reports.

(@) GAO audit reports whicklisclose contracpricing issuesand ardssued directly to théuying activity shall be
tracked and reported in accordance with the procedures in 5315.891. Contracting officers shall provide:

(1) Aninitial response to the GAO within 60 days of receipt of the audit report; and
(2) A copy of the initial response and the disposition documents, simultaneously, to the following:
() SAF/FMPF, Room 4C228,130 Air Force Pentagon, Washington, DC 20330-1130, (703) 697-6051;
(i) SAF/AQCP;
(iii) Office ofthe Inspector General, DepartmenDaffense, Attention: DAIG, GAO Report AnalysRpom555,
400 Army Navy Drive, Arlington, VA 22202.
SUBPART 5315.9—PROFIT

5315.903 Contracting officerresponsibilities

(b)(3)(ii)) The authority toapprovethe use of aralternate structured approach in lieu of the Weighted Guidelines
Method is delegated to tiMAIJCOM, FOA,andDRU Directors of Contracting. The contractinfficer shall forward
a copy of approved alternate structured approaches to SAF/AQCP.
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